which is the controlling document for technology trans-
fers, appears overly restrictive. The same holds true for
DoD's interim policy on technology transfer. The final
DoD statement on the matter must simplify the approval
process, encourage industrial cooperation, and offer
strong and effective guidelines for preventing leakage
to the Soviets.

Congressional considerations. Despite congressional
acknowledgment of the benefits of international cooper-
ation, individual members of Congress often must
weigh the economic implications that specific coopera-
tive programs may have for their constituencies. So,
while support for International armaments cooperation
within Congress may be broad, it is also diffuse and
inconsistent. Industry-to-industry cooperation offers
perhaps the best alternative to the problems inherent in
such a paradox.

DoD organization for armaments cooperation. The
current DoD organizational structure is not optimum for
administering cooperation-oriented defense assistance.
Within DoD, the research and engineering element has
the best grasp of the factors impinging on cooperative
production efforts, but international security affairs has
the largest voice In such matters. To add to the problem,
the Defense Security Assistance Agency, which negoti-
ates foreign military sales agreements and Is deeply
enmeshed in acquisition and logistics, reports to inter-
national security affairs. According to the task force,
DoD organizational improvements are ciearly needed.

Support by U.S. military services. Critical to the Imple-
mentation and success of cooperative production pro-
grams is the support of the Individual military services.
Although the services are perceived as opponents of
such ventures, the individual service chiefs express
support for them and for removal of Inordinate restric-
tions on technology transfer. If cooperative programs
are to become a truly significant acquisition mode, DoD
and the individual services will have to take high-level
policy and organizational measures on their behalf.

Types of cooperative programs. Over the last two
decades, modes of armaments acquisition cooperation
within NATO have ranged from relatively straightfor-
ward licensed production to more complicated codevel-
opment projects. The United States and Europe agree
that any of the arrangements or adaptations thereof can
be highly effective if they are attractive from a business
standpoint. Codevelopment, of course, is the most diffi-
cult mode to implement. It calls for maximum technol-
ogy transfer at a very early stage and requires compa-
nies to invest money in a chancy proposition.

Coproductlon, on the other hand, has the advantage

of a clearly defined product and market. However, It re-
quires considerable Investment with little guarantee of
follow-on production. The U.S. needs to be sensitive to
the special problems that accompany coproductlon,
while the Europeans must understand that a truly bal-
anced industrial partnership demands adequate invest-
ment in research and development.

Offsets within NATO. Boasting defense budgets that
have grown by about 2 percent annually since 1970,
most European governments are now insisting that their
national industries play some role in International
defense production. With the U.S.-to-European defense
trade balance running at about seven to one, a number
of European countries are requiring direct offset ar-
rangements, usually in the form of components manu-
facture. Moreover, smaller countries are not likely to
maintain current armaments spending levels In the
absence of appreciable offsets.

Third-country sales. European arms producers have a
smaller local market than do U.S. producers, making it
necessary for them to capture a share of third-world
markets in order to realize economical production runs.
Because the United States often refuses to authorize
third-country sales of products containing U.S. technol-
ogy, European manufacturers in turn find it necessary to
reject cooperative arrangements and proceed with their
own developments. Adding to the problem Is the State
Department's reluctance to approve third-country sales
in advance, thus making any cooperative production
venture an uncertain proposition for European partici-
pants. Greater U.S. flexibility in giving advance authori-
zation for third-country sales would help remedy the sit-
uation. If sensitive technology legitimately precludes
such sales, the U.S. and Its partners should develop a
time-phased release schedule for specified buyers
based on an evaluation of the risks Involved.

Procurement regulations and practices. The Depart-
ment of Defense now sells technical data packages and
manufacturing rights to foreign governments whose
Industries compete with U.S. contractors. This practice,
which places American firms at a severe disadvantage
in dealing with their foreign counterparts, should be cur-
tailed. Instead, the contractors involved should work out
the technical and business arrangements required for a
collaborative project. Also needed Is a revised NATO
quality control specification, one that DoD can use in
international programs without supplementation.

Second sourcing in Europe. The designation of a
licensed production center in Europe as a second
source for U.S procurement would provide Incentives
for our allies to adopt U.S. systems and to participate In
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